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The Consultant was involved in a number of tasks to deal with emergencies, starting 
with customers, producing load shedding tables and procedures, and safety In 
regards to the switching. This also required that the load profiles for all the major 
industrial customers be studied to see if they were saving electricity. This 
necessitated that reports on customer response to load reduction be 
communicated. The customers were continuously informed of their level of savings 
in order to encourage more commitment to the saving of electricity. This required 
that numerous meetings be arranged to communicate effectively. 

Eskom in conjunction with the Municipality initiated the Demand Side Management 
project that will ensure that the peak load is reduced. Ripple control units are 
installed to each household to control the operation of the geyser. This project is 
planned to be completed during the 2008/2009 financial year. Most of the 
consumers have not objected to the installation of such devices. They saw this as 
the way they will contribute to the energy crises. 

10. REPORTING 

Regular reporting from various levels with emphasis on deadlines ensures that the 
plan is executed in full year after year. All major projects are normally fully 
designed, tendered and implemented by the Electrical Department. 

11. MAINTENANCE / OPERATIONS 

The Department makes use of a number of innovative technologies from data 
collection, substation automation, metering, protection etc to achieve the main 
task: uninterrupted quality supply of electricity. 

The Department makes use of sophisticated computer programmes, which are a 
prerequisite and the Consultants, as well the internal staff, are well trained for that. 
The regular Infrared Surveys of the equipment, transformer oil analysis and other 
innovative'methods are used to ensure that the Department operates efficiently. 

Every connection in the system is metered either by credit or by prepayment meters. 
In case of a faulty meter reported, the meter is replaced immediately as sufficient 
stocks are kept of any meter used In the system and meters are standardized to 
minimize stock. UMtshezi Municipality is probably one of the few, if not the only 
Municipality, able to regularly test credit meters on site and therefore reduces 
losses. 

12. TAMPERING/ ILLEGAL USE OF ELECTRICITY 
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Tampering with electricity and Illegal connections is almost non-existent. 

We are in the process of doing weekly and monthly Inspections not just to clamp 
down on this problem but to also inform consumers as to the dangers thereof and 
also to help them make their homes and keep their families safe. 

When inspections are done home owners are given a letter in English and Zulu that 
Is explained to them and then signed by them to acknowledge that they understood 
and will adhere to the request of the department. 

13. ELECTRICITY WORKSHOP 

The Department has a number of rules and regulations to ensure proper 
management of the Electricity Workshop area. This area sets an example on how 
house keeping and safety is to be conducted. 

The workshop area is controlled well by the Electricity Department, maintenance of 
equipment within this area, stock of essential material etc. Vehicle checks are done 
on daily basis by drivers and weekly by the superintendents and daily time sheets 
are completed by the staff to keep record of their movements as well as the 
vehicles, daily tasks that are done and materials used. 


14. ELECTRICITY SUPPLY INTERRUPTIONS 

Through the use of a preventive maintenance system introduced in this 
Municipality we have been able to minimize electrical breakdown. 

We have had no major electricity problems on High and Medium Voltage level 
except for a fault on Transformer 1 at Sub 57 which was caused by ESKOM 
switching and due to the fast and efficient work of the staff we repaired the 
fault within record time. 

Call-outs ^-from customers with breakdowns are responded to and dealt with 
speedily and we extended our service beyond our supply point in order to give 
excellent service. 


15. PROJECTS 

Major projects during last Financial Year, besides regular plan maintenance are: 
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a) Dovetree housing development 

b) Electrification Wembezi C and D Section mostly done in-house and with 
assistance from local contractors. 

c) Flamingo Moon new supply 

d) Sub 62 Upgrade 

e) Sub 35 Upgrade 

f) Industrie Road - installation of MV cable and MV overhead line 

g) Sub 57 - installation of new MV panel 

h) Wembezi Substation: - installation of new MV panels and protection 
upgrade 

i) Elizabeth Ave upgrade due to new development 

j) Cabling Sub 57-KSK 23 

Umtshezi Municipality is probably one of few areas where there Is no electrical 
infrastructure backlog. Every customer in our area of supply is with electrical 
connection. Up to the end of June 2008 the following amount of electrical 
connection have been done, mostly people from low-income areas: 




Wembezi C and D Section - 454 new connections 


A coordinated approach is followed by the department In providing services to the 
communities; it is where Ward Councilors from each area can confirm satisfaction 
from the communities in this regard. 


16. CONCERNS / ISSUES OF THE DEPARTMENT 

Due to the present work load which will only increase in the future, the following 
hampers the department from delivering excellent service to the community: 

• Aging vehicle fleet of the department 

• Staff vacancies in the department not being filled 

• Staff compliment has not grown with the growth in electricity demand from 
the community 

17. PLANNING 


Due to the town growth and expected Nestle Factory upgrade, plans are being put 
in place for a major upgrade of the electrical infrastructure to accommodate that. 
The main part of that, is the upgrade of the Main intake Substation 57 with a new 
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15 MVA transformer. The Consultant has produced a specification for it and a 
Tender has been put together. The Municipality has requested a loan from DBSA 
and the process to access the funding is almost complete. 


18. CONCLUSION 

07/08 has been a period of many changes and developments, especially in the 
Electricity Department and our goal is to utilize these changes to better the way In 
which the department is functioning as well as the image thereof. 
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CHAPTER 4: AUDITED STATEMENTS 
AND RELATED FINANCIAL 
INFORMATION 

AUDITOR’ S REPORT 

REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF UMTSHEZI MUNICIPALITY FOR THE YEAR ENDED 
30 JUNE 2008 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the accompanying financial statements of the Umtshezi Municipality which 

comprise the balance sheet as at 30 June 2008, income statement and cash flow 
statement for the year then ended, and a summary of significant accounting policies and 
other explanatory notes, and the accounting officer’s report as set out on pages [xx] to 
[XX]. , 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the entity-specific basis of accounting, as set out 
in accounting policy note 1.1 and in the manner required by the Local Government; 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) and the Division 
of Revenue Act, 2007 (Act No. 1 of 2007) (DoRA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 126 of 
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the MFMA, my responsibility is to express an opinion on these financial statements based 
on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing and 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. 
Those standards require that I comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance on whether the financial statements are free from 
material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. 


6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Basis of accounting 

8. The municipality’s policy is to prepare financial statements on the entity-specific basis of 
accounting, as set out in accounting policy note 1.1. 

Opinion ‘■’* 

9. In my opinion the financial statements of the Umtshezi Municipality as at 30 June 2008 
and its financial performance and cash flows for the year then ended, have been 
prepared, in all material respects, in accordance with the basis of accounting as set out in 
accounting policy note 1.1 and in the manner required by the MFMA and DoRA. 

Emphasis of matter 

Without qualifying my audit opinion, I draw attention to the following matter: 
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Going concern 

10. As disclosed in note 31 to the financial statements, the Umtshezi Municipality incurred a 
net loss of R12,3 million for the year ended 30 June 2008, resulting in an accumulated 
deficit of R34 million. The municipality also had a bank overdraft of R3,5 million at 30 June 
2008. In addition, there were unspent conditional grants amounting to R34,9 million as at 
30 June 2008. However, the investments as at that date totalled R28,3 million, resulting in 
the difference of R6,6 million not being supported by cash. Note 31 also indicates that 
these conditions, along with other matters, point to the existence of a material uncertainty 
and cast significant doubt on the entity’s ability to continue as a going concern. 

OTHER MATTERS 

Without qualifying my audit opinion, I draw attention to the following matters that relate to my 

responsibilities in the audit of the financial statements: 

Non-compliance with applicable legislation 

Municipal Finance Management Act 

1 1 . The municipality did not have effective, efficient and transparent systems of financial and 
risk management as required by section 62(c). 

12. The municipality did not pay off its short-term debt (bank overdraft) in the financial year as 
required by section 45(4)(a). 

13. The annual reports for the 2005-06 and 2006-07 financial years did not include the Auditor- 
General’s audit reports and performance information reports as required by section 
121(3)(b)and(c). 

14. The annual reports for the 2005-06 and 2006-07 financial years were not submitted to the 
Auditor-General immediately after being tabled as required by section 127(5)(b). 

Municipal Supply Chain Management Regulations (SCM regulations) 

15. Quotations were obtained from suppliers who were not on the list of accredited prospective 
suppliers and no evidence was provided to confirm that the suppliers were assessed for 
compliance with the listing criteria as required by section 17(l)(b). 

16. Instances were noted where insufficient (less than three) quotations were obtained and no 
reasons were recorded and approved by the chief financial officer or the official designated 
by the chief financial officer as required by section 17(l)(c). 
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